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a8 FOUR YEARS! A STOCK MARKET “CYCLE” 


AN INTRODUCTION 


Parallels Between 1942-1946 and 1933-1937 Promote Study 


of Average Price Movements in Effort to Determine Outlook 


By WILLIAM W. CRAIG 


HEN attention is devoted to ele- 

ments which have had a significant 
influence in shaping the pattern of stock 
market prices of the last four years, it 
becomes clear that highly dynamic forces 
have been at work. Because of the very 
nature of the impulses directing public 
sentiment toward prices, every price re- 
versal has aroused the question: “Have 
the constructive market factors become 
exhausted?” The question is timely in 
the light of recent market events. 

Some of the forces effective in mold- 
ing public opinion grew directly out of 
the war and the immediate post-war. Oth- 
ers were of political derivation, still oth- 
ers represented the play of economic fact 
and theory. 

The most influential force at work in 
market appraisals has been inflation 
talk of inflation! . . . speculative and 
investment planning pivoted around the 
trend of merchandise prices which has 


As industrial output mounts, merchandise long 
the market 


looked for begins to 


appear on 
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been labeled “inflationary”! This obser- 


vation contributes nothing new to stock 
market knowledge; but it helps explain 
why the June-July mark-down of equity 
prices was accompanied by many public 
laments lest the “four-year bull market” 
should have run its course and be making 
ready for a prolonged retreat. 

Inflationary elements, previously potent 
in lifting stock prices, became confused 
when the controversy over the OPA 
reached a new high in July—just as these 
same elements in a different form, acted 
to hamper another “four-year bull swing” 
in the later 1930's, 

Thus may be introduced a market par- 
allel of a kind to promote study of the 
phenomena which stimulate research into 
the uncertain task of projecting stock 
market prices into the future. As traced 
by average prices, the action and reaction 
of prices during the four years begin- 
ning with August, 1933, were surprisingly 
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OUTPUT GOALS? 


similar to price movements for the four 
years beginning with April, 1942. More 
than that, dynamic forces which found 
expression in public demonstrations to- 
ward equity prices were as prevalent in 
the earlier four years as in the later pe- 
riod; and as inflation directed sentiment 
toward prices to an important extent in 
both intervals, a stock market study war- 
rants some detailed comparisons of events 
affecting price fluctuations directly. 

The chart and table on the next page 
show that both of the four-year periods 
began at practically the same level of the 
industrial stock average. In case of the 
1942-46 stretch, the minimum of 92.92 
was a natural sign-post directing attention 
toward the markets to come, recording, as 
it did, the lowest level for a number of 
years. The 92.55 start of the 1933-37 in- 
terval is, from one point of view, arbi- 
trary, chosen from the Dow, Jones record 
in order to present a logical picture of 
subsequent average price movements; at 
the same time, it stands close to the open- 




















ing average of the 1942-46 _ period. 

A dip into history will show these 
facts: 

The trough of the Great Depression 
saw a Dow, Jones industrial average low 
of 41.22 in July, 1932: 

From this extreme a natural rebound 
could occur and by February, 1933. the 
rate (taking the month’s minimum) was 
at 50.16. 

A dynamic influence, as subsequently 
revealed, lay behind this low of Febru- 
ary; the nation’s banking troubles were 
coming to a head. 


Market Revives 


This they did next month. the banks. 
as well as the stock market, being closed 
for 10 days, and another dynamic impulse 
to stock prices came with the reopening. 
rather a series of dramatic events came 
along in rapid succession—the devalua- 
tion of the dollar in April, the enactment 
of the Securities Act of 1933 in May. the 
enactment of the National Recovery Ad- 
ministration law in June. These elements 
helped effect a rise of the average to 
108.67 in July, 1933, but then the mo- 
mentum appeared to decline swiftly and 
when Germany withdrew from the League 
of Nations a few weeks later, the influ- 
ences making for war began to make their 
presence felt. 

The August, 1933, minimum of 92.55 
can reasonably be employed as the base 
of a rising price period which brought 


in most of the dynamic stimuli which 
were repeated, in some form, from 1942 
to 1946, inclusive. It was in 1933 and 
early 1934 that the persistent influence 
of inflationary tendencies—vested most 
spectacularly in the devaluation of the 
dollar and the fixing of the price of gold 
at a shade above $35 an ounce—began 
to urge the purchases of equities, and 
this incitement to rising prices carried 
through until the maximum average of 
the four years was touched at 194.40 in 
March, 1937. 

It is merely fair to qualify the fore- 
going by stating that by March, 1937, the 
stock market was also seen to be running 
ahead of general business indices, thereby 
paving the way for an ultimate price re- 
cession. The temporary dip of the chart 
line in July, 1934, was ascribed at the 
time to a collision between the New Deal’s 
philosophy and older economic theory 
and practice. 


Traces Impact of War 


The parallel with 1942-1946 remains, 
nevertheless. so far as a great but intan- 
cible force was concerned! Inflation ad- 
mittedly had a dominant voice in direct- 
ing the course of stock market prices in 
1942-1946. But the parallels between the 
two periods may be traced in another 
direction, also. Such events as those here- 
tofore mentioned, the hazards of war, 
developed in 1942 and onward in head- 


lines like these—‘Fall of the Philip- 





FOUR-YEAR MOVEMENT OF 


DOW-JONES INDUSTRIAL STOCK AVERAGE 
BY 6-MONTH PERIODS + TRACING FROM “LOW” TO “LOW” 
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1942-46 Vs. 1933-37 
DOW, JONES & CO. 


CALCULATIONS 
August °33 April 42 
92.55 92.92 
February *34 October °42 
103.12 109.65 
August °34 April °43 
87.47 131.18 
February °35 October *43 
100.23 136.39 
August °35 April *44 
124.93 135.00 
February °36 October 44 
149.58 145.83 
August *36 April *45 
160.80 154.99 
February °37 October °45 
186.01 183.06 
August °37 April °46 
175.91 199.19 


Although the 2 periods of 4 years each, 
as traced by average price changes by 
6-months’ intervals, recorded close paral- 
lels for more than 3 of the years, the 
final comparative figures (August ’37 and 
April ’46) reveal a “spread” and this re- 
quires explanation. The August ’37 aver- 
age stood definitely in the path of a 
downward swing which lasted for a full 
12 months—the 1937 maximum of 194.40 
was established in March. 

The April 46 average, however, was 
still reaching for the top of the period, 
this being attained late in the next 
month at 212.50. The average has since 
then receded, at one time, to a shade 
above 195, recovering later to a little 
above 204. Its long-range probabilities 
now incite close study qualified by busi- 
ness indices and other elements of specu- 
lative and investment influence. 
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pines,” “Battle of Midway,” “Allied 
Landings in North Africa,” “Fall of Mus- 
solini,” “D-Day” and others until V-J 
Day marked the threshold of the early 
post-war drama, when inflationary influ- 
ences and, more pronouncedly, talk of 
inflation resumed the center of the stock 
market stage, holding forth until the Dow, 
Jones industrial average reached 212.50 
on May 29 last . . . the maximum of 
the four years. 

The four-year parallel, as the chart 
lines disclose, remained pronounced un- 
til what subsequently was found to be the 
peak of the 1933-37 price advance was 
scored. When the physical relationship 
of the two periods is studied, conjecture 
naturally comes into the situation after 
the peak of the 1942-46 period is scanned. 
But even conjectures afford means to ex- 
amine into influences which have worked 
to establish a maximum level of prices 


(continued on page 10) 
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O influential upon earnings were the 

unusual elements affecting corpora- 
tions during the first half of this year that, 
before referring to the composite results 
among companies listed on the New York 
Stock Exchange (see the next page), it 
would be enlightening to examine some 
individual reports. 

The tabled results of 20 “mixed” cor- 
porations in the adjacent columns sup- 
ply a sampled exhibit of industry and 
transportation as a whole. It is evident, 
even in a casual glance at the figures, 
that some industrial units had surpris- 
ingly good net earnings for the six 
months, at the same time that others re- 
vealed a precipitate retreat of profits. A 
highly uneven situation existed, making 
it easy to distort the overall picture, as in 
the case of the 363 corporations on the 
Stock Exchange—among the earliest to 
issue their reports—which show a 20.3 
per cent decline of net income from the 
record of the same 1945 period. This re- 
versal occurred although several indus- 
trial groups scored increases of 73 per 
cent to 170 per cent! 


Strike Burden Shown 


Such points of advantage scattered 
through the corporate roster were insuffi- 
cient to stand against the deadening 
weight of a single force depressing other 
groups — long-protracted strikes. Indus- 
trial strife cudgeled operations and earn- 
ings heavily during the January-March 
quarter. In the April-June period this 
burden became lighter, yet in one way or 
another it continued to bear down upon 
the results of factory activity in the auto- 
motive, electrical equipment and other de- 
partments; and it was principally because 
of drafts upon accumulated excess profits 
tax credits that a number of prominent 


Many Surprises Found | 
In First Half of °46 


Corporate Net Income 


concerns were able to make as good a 
showing as they did for the six months. 
Chrysler Corporation affords an insight 
into the extraordinary product of opera- 
tions when strikes among numerous 
branches of an industry slow down the 
output of a large unit. The Chrysler oper- 
ating deficit for the first quarter was 
$8,049,000 and for the half-year it 
amounted to $4,700,780. At that point 
the Chrysler management credited to in- 
come the sum of $8,600,000, applying the 
estimated amount of recovery of prior 
years’ income and excess profits taxes as 
provided for in the Federal Revenue Act 
of 1942, and reported net income of 
something more than $4,000,000. 

Before tax adjustments, General Motors’ 
operations for the six months resulted 
in a loss of $101,134,000. After making 
such adjustments, the company could 
show an income gain over 1945 of $16,- 
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320,000 in the second quarter, partially to 
offset a loss of $36,124,000 in the first 
quarter. This procedure made the half- 
years showing a deficit of $19,804,000 

. a vast change on the down side from 
the 1945 exhibit as reference to the table 
shows. 

A strong reversal of the foregoing illus- 
trations of this year’s “spotty” business 
landscape is brought forward by Certain- 
teed Products Corporation. This concern 
paid $1,176,000 of Federal taxes during 
the first half of 1946, against $747,000 in 
the corresponding period of 1945, yet at- 
tained a large increase of net income. An- 
other listed company in the construction 
field—National Gypsum—also paid sub- 
stantially more Federal taxes than in 
1945, yet earned a net three times as large 
this year . 
and renovation of dwellings impelled by 
high-pressure efforts to overcome the 


. reflecting active building 





NET INCOME OF SAMPLED COMPANIES ON 
THE NEW YORK STOCK EXCHANGE 





Company 


Ist Half 1945 | 


Ist Half 1946 





National Distillers Products Corp. 


(d) Deficit 
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Checker Cah Mig. Corp. . «2.5 66 6.620 
Mullins Manufacturing Corp. ......... 
Houdaille-Hershey Corp. ............. 
Certain-teed Products Corp. .......... 
PABUIOEE CVO EAs 55650 bi cscs cae 
Aieatt TABOR AtONOS. ..5.5.o.6. 50525 sc 0 ses 
E. I. du Pont de Nemours & Co. ....... 
Chee, Per & Go Bee oc gi os cee ane 
Allis-Chatmers Mie. Ce. 216i ices ccc cc ns| 
Cenmeral Racetste Gey. «x... ccc ns cccecs 
Corn Products Refining Co. ..............! 


.. | 110,957,383 


ween 65.795 83.343 
ee 468.142 20.844 
ret 905.418 211.549 
cool 421,634 1,712,321 
Tr 519.559 1.727.218 
— 1.441.139 5.238.610 
aes 36,345,692 55.731.895 


on 1.135.398 
....| 24,793,533 
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Container Corp. of America .......... 
Union Bag & Paper Corp. ............ 
Baltimore & Ohio R.R. Co. ........... 
I, Wis SOU Weis eo a. osc sie euarereceere | 
pS OE 2 ae ararerers 


American Woolen Co. ............... 


ohaaitel 11.733.969 16,690,163 (d) 
er 15.687.437 9.385.972 (d) 
2.560.950 7.085.964 


| 
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$17,326,834 $4,065,382 


19.804,090 (d) 


6.476.834 
8.926.432 (d) 
5.980.179 (d) 
1,219,257 
17.393.328 
2.692.551 
2,347,935 


3.950.946 
3.999.260 


| 5.500.525 


10.884,340 











tremendous home shortages everywhere. 

Take the Houdaille-Hershey Corpora- 
tion, a unit in the automotive equipment 
area. A net income of $211,500, in round 
numbers, was reported for the six months 
ended June 30 and this showing is worthy 
of a study in some detail. The company 
had a deficit of $269,000 in the first 
quarter, after crediting a potential tax ad- 
justment of $2,057,000. For the first six 
months of this year these credits were 
taken into account: $2,989,000 Federal 
excess profits tax refund and $333,333 
from a previously established reserve for 
post-war contingencies, and the reported 
net income was attained. Reference to 
the account should note that the first half 
of 1945 net income also includes a post- 
war excess profits tax refund and is after 
applying war contract re-negotialion pro- 
cedure. 

Checker Cab showed a deficit of 5103,- 
464 for the first 1946 quarter, before any 
tax adjustments. In revising the figures, 
however, the company applied a credit 


for the first quarter. Differing from the 
practice followed by some other concerns, 
this company gave no effect to unused ex- 
cess profits credits or net operating loss 
carry-back in either the first or the sec- 
ond quarter's report. 


Second-Quarter Earnings Improve 

General Electric gives a panoramic 
view of one of the great corporations’ 
semi-annual reports in a period when 
internal labor difficulties impinged upon 
effective operations from one direction 
and outside strikes, as in the copper min- 
ing field, pressed down from another 
angle. A first-quarter deficit of $13,700,- 
000 was partially offset by a net income 
of $7,721,000 in the second quarter. The 
report stated that since operations for all 
of 1946 are expected to result in a profit. 
a credit of $7,000,000 was taken in the 
first half-year for Federal taxes. This 
represented a reduction made permissible 
by losses sustained during the period. No 
adjustment was made on account of prior 





Statistical and other factual injor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THe EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











tion of America, which operated on an 
impressive profit level for the half-year, 
saw its Federal taxes reduced from $3,- 
662.000 in 1945 to $1,650,200. Federal 
imposts of Union Bag & Paper moved 
from about $3,500.000 to $1,500,000. The 
same with Marshall Field & Co., the taxes 
dropping from $7,232,327 to $4,343,000; 
and American Woolen’s Federal payments 
went off from $11,200,000 to $6,550,000 

. . all of these concerns being in the 
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of 343,454 against taxes, rhe first-half years’ taxes. black without recourse to draw-backs te 
profit of $83,343 includes $104,272 tax The elimination of excess profits taxes from past Federal tax payments. , 
° = -—9 ° ° . ° e ° 7 r r ~ } S 
credit and $267,472 in dividends received found clear reflection in case of four The New York Central, to sample the 
. . . iA . . . J 
from holdings in Parmalee Transporta- companies of the table, although this railroad field where traffic fell heavily r 
tion Company. Mullins Manufacturing — influence appears. of course, if less promi- after mid-summer of 1945, reported a ‘ 
Corporation showed a deficit of $687,998 — nently, among others. Container Corpora- large semi-annual deficit even after draw- | 
ing to the extent of $12,047,000 upon ac- 
: cumulated excess profits tax credits. : 
The foregoing details are taken rather 
NET INCOME OF 363 COMPANIES HAVING COMMON STOCK - i + gator er were I 
at random from the reports of corpora- 
LISTED ON THE NEW YORK STOCK EXCHANGE ity ' hap age s 
tions which are tabled separately; the re- 7 
First Six Months of 1946 — By Industrial Groups sults mentioned enter also into the group : 
calculations of the general tabulation of 
No. Showing Per Cent ° ° - ° e V 
Number Improvement Change in listed companies. Further consideration 
Showing (ist 6 Mos. Estimated Group Net Income ° oe im f 
Number Net Profit: 1946 vs. Group (Ist 6 Mos. 1946 of the individual company statistics would 
Industry Reporting ist 6 Mos. Ist 6 Mos. Net Income: vs. , A or . c 
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a) Defects eral. This impression has been furthered 
* Canadian Companies only in recent days by numerous dividend in- 
creases. 
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GREATER NEED FOR MARKET YARDSTICK 
SEEN IN YEAR OF DISTORTED EARNINGS 





NE effect of the sharply varying 

course of corporate earnings (see 
article on page 3 of THE EXCHANGE) is 
to place a premium on investment re- 
search activities such as are carried on 
by member firms of the New York Stock 
Exchange. Rarely has the individual in- 
vestor stood in greater need of competent, 
professional advice on investments. 

Not only does the trend of earnings 
vary widely from company to company, 
but the need for interpretation of income 
statements is greater than ever before. 
Today these statements are crowded with 
matters that must be puzzling to anyone 
with limited experience in corporate af- 
fairs. Some examples are: the effect of 
carry-back provisions of the excess profits 
tax; adjustment of reserves, including re- 
serves for post-war contingencies; recent 
trends of costs of labor and of materials; 
and pricing provisions. 

The income statement, which often is 
both “the beginning and the end” of se- 
curities investigation on the part of in- 
dividuals, is only the starting point for 
the trained securities analyst. In times 
of volatile earnings, like the present, the 
value of professional, expert guidance 
cannot be over-emphasized. 


Stock Exchange List Sampled 


As a part of the general background 
information which THE EXCHANGE regu- 
larly presents on the New York Stock 
Exchange’s list of securities, there appears 
on this page a compilation of price-earn- 
ings ratios of some representative com- 
panies. The presentation is for illustra- 
tive purposes only, and qualifications as 
investments in no way entered into the 


basis of selecting the individual issues. 

Two industrial groups in the table. tex- 
tile and retail merchandising, were pur- 
posely picked as representative industries 
which had no reconversion problems and 
with a high volume of business had 
sharply higher earnings in the first six 
months of this year. Two other groups, 
steel and food, include a number of com- 
panies which, for one reason or another, 
did not find this leverage for profits but 
continued to earn at closer to the wartime 
rate, 

Seven of the 20 companies in the table 
reported a larger profit for the first six 


months of 1946 alone than they earned 




























in an entire year, on the average. over 
the period 1941-1945, Of the seven, three 
were textiles, three retail merchandisers 
and one a food company. 

Then an additional 11 companies in 
the list earned at better than their previ- 
ous semi-annual rate, averaged over the 
years, 1941-1945, 

The price-earnings ratios, in accordance 
with conservative practice, are computed 
on the basis of average annual earnings 
over the latest five-year period. Obvi- 
ously, if profits continue to improve in 
1946, this represents a modest valuation 
of the earning power of most of these 
companies. For example, if one chooses 
to compute the ratio on the basis of 1946 
earnings alone, the seven companies 
which more than doubled their 
in the first six months would show a price- 


earnings 


earnings figure less than half that given 

in the table 

tinue at their rate for the first half). 
(continued on page 12) 


(assuming that earnings con- 
































Price-Earnings Ratios of a Sample Group 
of 20 Listed Common Stocks 
1941-45 Earnings ‘ 
Average Recent Price- Per Share 
Earnings Market Earnings First 6 Mos. 

Issue Per Share Price Ratio 1946 
Adams-Millis Corp. $3.16 59 18.7 $4.59 
Belding Heminway Co. 1.40 22% 15.9 1.06 
Gotham Hosiery Co.,Inc. . . 1.39 34 24.5 1.61 
Mohawk Carpet Mills, Inc. ee ee 2.67 5814 21.9 2.34 
Pacific Mills me 2.80 42), 152 3.23 
Barker Bros. 1.04 36} 34.9 2.20 
Butler Bros. ‘ 1.27 33 26.0 1.61 
Park & Tilford, Ine, 1.46 761, 172 10.10 
John R. Thompson Co. 1.59 19 11.9 0.81 
Waldorf System, Ine. 1.37 21 15.3 0.86 
Continental Steel Corp. . . . . . 1.49 21%, 14.4 0.78 
National Steel Corp. 5.61 96 17.1 3.45 
Superior Steel Corp. 4.05 50 12.3 3.11 
Woodward IronCo. . oy SG 2.58 4734 18.5 1.41 
Youngstown Sheet & Tube Cc o. 5.49 78% 14.3 y AT 
Cream of Wheat Corp. 1.69 321% 19.2 0.80 
General Foods Corp. 2.34 521, 22.4 1.51 
Hershey Chocolate Corp. 5.92 96 16.2 1.35 
Sunshine Biscuits, Inc. 2.12 5444 25.6 2.68 
Wm. Wrigley. Jr., Co. 3 11 76 22.3 1.81 
























New Listings on 


STOCK EXCHANGE 


THE NEW YORK 


FIXHE Automatic Canteen Company of 

America’s business, the automatic 
merchandising of food products, com- 
prises three major divisions: (1) the de- 
velopment, acquisition and ownership of 
coin-operated vending machines known 
as canteens, which dispense food prod- 
ucts for consumption at the point of pur- 
chase; (2) the leasing of canteens to 
various persons, firms and corporations 
(“Canteen Distributors” ) 


in specified territories; 


for operation 
(3) the purchase 
of food products such as candy, confec- 
tions, gum, nuts and beverage syrups and 
the sale of them exclusively to canteen 
distributors for resale by means of can- 
teens. 

The company follows a policy of dis- 
tributing nationally-known products of 
the manufacturers’ standard weight and 
quality. At present there are 83 canteen 
distributors operating in 112 separate ter- 
ritories, with principal headquarters in 
various cities located in 36 states and the 
District of Columbia. 

\utomatic Canteen Company of Amer- 
ica was organized under the laws of Del- 
aware in 1931. Continual improvements 
in vending machine equipment have been 
made by the company, and, according to 
the management. new models as well as 
new-purpose canteens are ready for quan- 
tity production as soon as conditions per- 
mit unrestricted manufacturing. The com- 
pany owns no manufacturing facilities, 
has never manufactured any of its can- 
teens, and does not contemplate doing 
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e! Company of America | 


ad 
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450.000 Shares 


Common Stock, Par 50 ¢ 


Ticker Symbol: AUM 





so, but maintains a capable engineering 
department for the improvement of op- 
erating efficiency and appearance of ex- 
isting types and the development of new 
types suitable for vending other products. 

The combined figures of the Automatic 
Canteen Company of America for the 
years preceding the war and since, are 
as follows: 


Merchandise Sales Net Income 


| $6.139,442 $717,185 
| (eee 9.065.727 840.273 
re 14.706.508 929.896 
BOS oeanws 14,738,776 641.395 
SS re 14,253,547 602.020 
PES sik enic-e 12.899.106 548.219 





(Left) Canteen grill vends hot sandwiches 

cooked by electronics. (Center) Beverage 

canteen. (Above) Product research and an- 
alysis. (Below) Confectionery canteen 


The decline in sales during the last 2 
fiscal years results from shortages in sup- 
plies in confections and syrups caused by 
the sugar shortage and governmental re- 
strictions on the usage thereof, together 
with other shortages of merchandise, labor 
and equipment. 





National City Lines, 
Incorporated 


1,415,370 Shares 
Common Stock, Par $1 


Ticker Symbol: NTL 











N 10 years this company has become 

one of the more prominent holding 
companies for securities of bus lines. Es- 
tablished in 1936, the corporation’s early 
acquisitions were confined to interests in 
the Middle West, but now it owns, di- 
rectly or indirectly, substantially all the 
stocks of 29 transportation concerns, bus 
and street car. serving populations of 
40,000 to 240.000 located in California, 
Maryland. Texas. Missouri, Illinois, Ala- 
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bama. Florida, Indiana, lowa. Michigan. 
Ohio and other states, 

Prior to the listing of National City 
Lines stock on the New York Stock Ex- 
change. the former 600,000 shares were 
split 2 for 1, accounting for 1,200,000 
shares of the number proposed for list- 
ing. The company engaged to issue 
55,000 shares in exchange for a total of 
63,333 shares of American City Lines, a 
subsidiary. The American City organiza- 
tion owned nearly all the preferred and 
common stocks of Andover Finance Com- 
pany; this company was merged into Na- 
tional City Lines. At the same time 160,- 
000 shares of National City Lines stock 
was to be exchanged for 127,956 shares 
of common stock of Pacific City Lines. 


Additional Interests Acquired 


Other companies in which National 
City Lines acquired large interests be- 
tween 1943 and 1946, inclusive, were the 
Los Angeles Railway Corporation and the 
Baltimore Transit Company, the latter 
operating street cars and trackless trolleys 
as well as motor coaches in Baltimore 
and its environs. An interest in the Chi- 
cago, North Shore and Milwaukee Rail- 
road Company was acquired through 
merger with Andover Finance Company, 
owner of blocks of the transit company’s 
bonds. National City Lines own approx- 
imately 64 per cent of the stock of Rail- 
way Equipment & Realty Company, Ltd., 
which, in turn, owns all the stock of “Key 
System,” operating transportation facili- 
ties in 10 California municipalities and 
connecting the latter group with San 
Francisco. 

The foregoing indicates that the or- 
ganization is somewhat complicated, re- 
quiring study of the listing application 
for light on complete details. 

Reference to the same source of infor- 
mation is suggested in connection with 
facts surrounding the funded debt of sub- 
sidiary and affiliated units, and also in 
respect to limitations imposed upon the 
payment of cash dividends on the com- 
mon stock, growing out of a loan agree- 
ment with a Chicago bank dated May 15, 
1944, 

The company reported consolidated 
operating income amounting to $19,438,- 
894 in 1945 and a net income, after more 
than $3,000,000 Federal income and ex- 
cess profits taxes, of $1,588,095. The bal- 
ance of December 31, 1945, 
showed total assets of parent and sub- 
sidiaries, consolidated, of $22,520,028. 
Current assets, includir $5,875,776 
cash, totaled $7,928,110. 
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Jersey Central Power 
& Light Company 


$34,500,000 First Mortgage 
Bonds, 2% % Series due 1976 


125,000 Shares 


Cumulative 4% Preferred 


Stock, Par $100 


Ticker Symbol: JYP 











ERSEY CENTRAL POWER & LIGHT 

COMPANY is one of the more recent 
acquisitions of General Public Utilities 
Corporation, securities of which were 
listed several months ago. Its corporate 
history dates back 21 years but, included 
among the 26 former independently 
owned properties which have been merged 
into the company, are some which were 
among the earliest granted charters in 
the eastern states. 

The company operates in New Jersey. 
in 11 counties, territory that is perma- 
nently residential and _ industrial. Its 
northern operating district includes the 
territory in and about Morristown, ils 
electric operations serving the towns of 
Millburn, Summit, Morristown, Boonton 
and Pompton Lakes. Gas service is pro- 
vided in Dover and Boonton and environs. 
Electric service is provided in the terri- 





tory from South Amboy to Barnegat and 
inland to include Toms River, Lakewood, 
Hightstown, Freehold, Sayreville and Key- 
port. Gas service is provided from Red 
Bank to Toms River but only in Lake- 
wood in the inland territory. 


Revenue in 1945 was as follows: 


BCCWIC. bcicdiscaieaie $13.585,300 80.1% 
HUME? Co Nialaree eaten 3.381.458 19.9 
GRUIEE coc ceietaccceteces $16.966.758 100.0 


The balance after all charges in 1945 
was $2,934,971. The average number of 
electric customers during the year was 
128,429; gas, 162,838. 

System electric generating stations with 
a total name-plate rating of 120,000 KW 
are located at Whippany in the northern 
territory, Raritan River and South Am- 
boy, and are interconnected. Two standby 
plants with name-plate rating of 7,300 
KW are located at Allenhurst and Long 
Branch. A tie line between the company 
and New Jersey Power & Light Company, 
now under construction and scheduled to 
be energized this year, will provide the 
company with 30,000 Kva of interchange 
and emergency power. 

The outlook for new business through- 
out the company’s territory is considered 
encouraging by the management. Thirty- 
two customers have informed the com- 
pany they will require 13,540 KW in 
additional load, resulting in an estimated 
$485,400 of increased revenue. Other ex- 
pansions, under way or proposed, are ex- 
pected to result in an additional 4.074 
KW of load, bringing in an estimated 
$178.600 of revenue. The latter include 
certain long-range developments. 


South Amboy generating station of Jersey Central Power & Light Company 






































The DeVilbiss 
Company 
300,000 Shares 
Common Stock, Par $85 


Ticker Symbol: DEV 











. tale of this company’s develop- 
I ment since 1888 reveals how a device 
originated for a single rather limited pur- 
pose can grow into a family of imple- 
ments of industrial importance. Doctor 
Allen DeVilbiss made, first, an atomizer 
for medicinal spray application to the 
nose and throat. Traced over nearly 50 
years, the mechanical principle of this 
“machine” is seen to have been applied 
to spraying systems made by the company 
for paints and lacquers, oils, greases, 
metal protective coverings, sound dead- 
eners, paraflins, rubber cement, asphalt 
and plastics. 

Such manufactured for the 
United States market at the company’s 
principal plant in Toledo, Ohio, are pro- 
duced in a variety of sizes and design, 
both for permanent plant installation and 
for portable uses: 
the 


systems, 


along with spraying 


machines output includes air con- 


Sheet metal panels and structural 
and corrosion by a spray system 





densers, air and fluid pressure regulators, 
fluid circulating systems, respirators, air 
dusting guns, etc. 

A wholly owned subsidiary, the De- 
Vilbiss Manufacturing Company, Ltd., 
has been supplying the Canadian and ex- 
port markets for 35 years from Windsor, 
Ont. The Aerograph Company, Ltd.. lo- 
cated in London, England, has been 78 
per cent owned by The DeVilbiss Com- 
pany about 16 The British 
manufactures spray guns and 
accessories, a line of small air compres- 


for years. 


concern 


sors and certain items of exhaust equip- 
ment. Atomizers are normally imported 
from the Canadian subsidiary. 


Made War Products 


The DeVilbiss Company made dur- 
ing the war such military products as 
flame thrower nozzles, artificial fog gen- 
erators, air compressors, and the like, 
most of them being 
DeVilbiss peacetime products. 
Hence, the company has experienced no 


in the same general 
field as 


extensive reconversion tasks. 

For the year ended December 31, 1945, 
the company reported gross sales amount- 
ing to $12,666,851, with 
$10.885.885 in the preceding year. The 


compared 


final balance transferred to earned sur- 
plus was $507,948 in 1945, against $335,- 
272 in 1944. The consolidated balance 
sheet as of the 1945 year-end showed 
$7.328.000 total assets: of these, current 
assets totaled $5,277.804, against which 
stood $2.358.836 of current liabilities. 


members are protected against rust 
designed by the DeVilbiss Company 











Howard Stores 
Corporation 


400,000 Shares 


Common Stock, Par $1 


Ticker Symbol: HOS 











HE several stages by which this com- 

pany grew from small beginnings are 
so detailed that clarity of description re- 
quires that part of the text of the listing 
statement be quoted: 

“The company was incorporated under 
the laws of the State of New York on 
November 22, 1932, under the name of 
Howard Manufacturing Corp. The busi- 
ness presently conducted by it is the out- 
growth of one retail store, commenced in 
1924 by Joseph Langerman, the clothing 
manufacturing business commenced in 
1916 by Samuel Kappel and Harry C. 
Marks, as a co-partnership, and the retail 
stores operated by Howard Clothes, Inc., 
organized in 1925 by Joseph Langerman, 


Samuel Kappel and Henry C. Marks. 


Later Consolidations 


“In 1929, Howard Clothes, Inc., con- 
solidated with Kappel & Marks, Inc., or- 
ganized in 1928 to succeed to the business 
theretofore conducted by the co-partner- 
ship of Kappel & Marks, forming a new 
Howard Clothes, Inc. At the time of the 
organization of the (present) company 
in 1932, it acquired the manufacturing 
assets of Howard Clothes, Inc. Shortly 
thereafter Howard Holding Corpora- 
tion, a Delaware corporation which had 
also been incorporated on November 22, 
1932, acquired all the outstanding capital 
stock of Howard Manufacturing Corp. 
and Howard Clothes, Inc. On May 8, 
1940, Holding Corporation 
merged with the present company. On 
May 15, 1944, the name of the company 
was changed from Howard Manufactur- 
ing Corp. to Howard Stores Corporation.” 


Howard 


The business is carried on through the 
operation of 37 retail men’s and boys’ 
ready-to-wear clothing stores: substan- 
tially all of the clothing distributed is 
manufactured by the company. Stores are 
maintained in cities of 7 states, New York 
City containing 21 stores. 


(continued on page 10) 
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SPECIAL FORCES AT WORK IN BONDS 
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Trend of These Times Finds Action in Reduced 


Number of Issues as Refundings Gain Headway 
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rq HE market for corporation bonds on 

the New York Stock Exchange has 
been subjected to conflicting forces pecu- 
liar to these times and, in consequence, 
comparisons of prices with those of 12 
months ago fail, of themselves, to record 
the actual price trend. THE EXCHANGE 
has for several years published such com- 
parisons from time to time as a guide to 
market tendencies; but to proceed with 
group prices as of July 31, 1946, and 
contrast them with the same group prices 
of July 31, 1945, would require consid- 
erable qualification. 

The 12 months encompassed by such 
a review was marked by heavy retire- 
ments of older bond issues, mainly 
through refundings. The refunding oper- 
ations have in some important instances 
absorbed the tag ends of convertible bond 
issues, of which the greater part had 
been converted into common stock; and 
in process of refundings, a considerable 
number of corporations have caused a 
single new issue to pre-empt the place 
previously occupied by two or more 
issues, 

Railroad reorganizations have been in- 
strumental for more than two years in re- 
ducing the roster of rail bond issues. 
When the Chicago, Milwaukee & St. Paul 
was reorganized, as an example, two bond 
issues of the reorganized company took 
the place of something like 14 issues of 
the old concern. In case of the Seaboard 
Air Line, soon to be a thoroughly reor- 
ganized property, seven bond issues are 
being replaced by two issues. But to 
return to the matter of ordinary re- 
fundings— 

A number of bond issues whose “call 
prices” were fixed by indenture at points 
substantially above par have tended to 
hover around these prices in anticipation 
of being called in; and when calls have 
retired large blocks of these relatively 
high-priced issues, the removal of them 
from the Stock Exchange list has in some 
months tended to reduce rather artifi- 
cially the price of the group to which 
they belonged. 


A reflection of this influence was dis- 
cernible in the contrast between July 31 
and June 30, 1946, prices. During July 
nine bond issues were removed from the 
list; the market value of the entire list 
declined nearly $1,000,000,000 as the 
average price of all listed bonds receded 
from 104,21 to 103.52. It is to be noted, 
however, in order to prevent the laying 
of too much weight upon the “call” influ- 
ence that the July market was affected 
somewhat by a softer price trend than in 
June in some listed groups. 


Firm Price Front 
If individual groupings be considered, 
it is seen, nevertheless, that prices over 
the last 12 months have held up sturdily. 
Net advances occurred despite consider- 
able emphasis on a firming of money and 
credit rates this Summer—a movement 
which has not proceeded very far, al- 
though even gossip of such a trend has 
caused flurries of bond market prices. 
These groups reflect the broad drift of 
the listed roster— 
July 31 Prices > 


Groups 1946 1945 
Automobile . . . . . 102.0 102.25 
Boilding ....« . « 30525 103.0 
Chemical . . «. s « » YAS 103.0 
POEs 6 3 6s st ee ow el 105.33 
Petroleum. . . . . . 102.04 103.75 
Ramresa ...s..s .« 9533 94.50 
i are 102.75 
Susel,ivren « . . «+ « »« O47 104.55 
wWemecce «:«..s « » WOGze 104.54 
Utility, Oper... . . . . 107.02 106.43 


Reference to sampled groups among 
which average prices have not changed 
enough during the 12 months to have 
pronounced effect upon aggregate mar- 
ket values reveals some pronounced value 
alterations during the period. Railroad 
funded issues on the Stock Exchange on 
July 31 this year were appraised at 
$8.087,915,000, a decline of close to 
$200,000,000. Here was 
product of reorganizations, with more to 
come as the ICC and the courts give their 
approval to programs still being rounded 
out. 


disclosed a 


Under somewhat similar influences as 
the Public Utility Holding Company Act 
was being applied, the electric and gas 
operating utility bond group declined in 
market appraisal to the extent of 5285,- 
385,000 in spite of a slight advance of 
the average price. In this field, too, the 
reshaping of corporate entities is shrink- 
ing the number of outstanding bond 
issues. The food company roster of listed 
bonds experienced a fall during the 12 
months from $210,219,000 to $135,049,- 
000, or $75,170.000—a not inconsidera- 
ble recession caused in part by a decline 
of 1,60 points in the average price. A 
movement of a point when applied to 
the average price of bonds running into 
the hundreds of millions of dollars has 
impressive results; but in case of the 
chemical company bond group, a decline 
in the market value of listed issues from 
$21,114,000 on July 31, 1945, to $2,821,- 
000 twelve months later had slight refer- 
ence to price changes: the average price, 
in. fact, advanced from 103.0 to 104.50. 


Bonds Retired 

The retirement of bonds reached an 
impressive percentage figure in the chem- 
ical company grouping—and the oppo- 
site trend was seen in the rubber company 
roster, where, with the average price only 
slightly changed during the period, the 
market value of bonds in the list in- 
creased $38,714,000, indicating a trend 
toward additional borrowing in the rub- 
ber industry. A similar trend appeared in 
the motor vehicle industry (although it 
was not tabulated in July, 1946. listing 
figures). disclosed by loans of $125,000,- 
000 made by General Motors a few days 
ago for the purpose of increasing work- 
ing capital. So far as the July. 1945-46, 
record of listed motor and accessory com- 
pany bonds was concerned, a decline in 
market value of more than 30 per cent 
occurred, a movement not induced by a 
fall of the average price which was very 
little changed in the 12 months. 

In the mining group the average price 
advanced nearly 3 points during the 12 
months’ interval, yet the aggregate mar- 
ket value of listed bonds declined exten- 
sively. Among the petroleum issues, the 
average price receded considerably and 
market value of oil company funded 
issues retreated to the extent of more than 
$100,000,000, or nearly 19 per cent. 
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Electrical equipment bonds, in contrast, 
were changed during the period very lit- 
tle either in market 
price. 


value or average 

The average price of tobacco company 
bonds advanced nearly 134 points and 
the market appraisal of such obligations 
remaining on the list on July 31, 1946, 
showed a reversal of around $16,000,000. 


Points of Real Interest 


The overlapping elements which seem 
to distort the record can be ignored, in 
the main, by investors who are interested 
primarily in prices and price tendencies. 
Of more than “academic” interest to 
investors in fixed-income securities, how- 
ever, is the dwindling number of corpo- 
rate issues on the Stock Exchange list. It 
is obvious that, when refundings fre- 
quently see a single new issue replacing 


more than one called or converted issue, 
at the same time that listings of new 
bonds issued to replace older bonds ap- 
pear on the Exchange only after a time 
lag of greater or less extent, the supply 
of investments is affected. 

Technically, the market in a large bond 
issue is usually more favorable to the in- 
vestor so far as prices go than in a 
smaller issue in which a considerable 
spread between bid and asked prices 
often derives from a narrow ownership. 
The lumping of several older issues into 
a single new one, when this occurs 
through railroad reorganization or other- 
wise, creates fairly large issues, And, 
while the number of corporate bonds on 
the Stock Exchange as of July 31 last— 
946 issues—was the smallest for that date 
since 1925, this year has seen numerous 
new listings with more on the way. 





Howard Stores Corp. 


(continued from page 8) 


Contrasted with sales amounting to 
$11,651,349 ten years before, Howard 
Stores Corporation reported $21,018,233 
of sales for 1945. The reported 1945 net 
profit was $1,026,611, after payment of 
more than $1,200,000 Federal income and 
excess profits taxes. The balance sheet of 
the company and subsidiaries as of De- 
cember 31, 1945, showed total assets of 
$10,488,718. Current assets aggregated 
$8,652,416, while current liabilities were 
reported as $1,135,519. 





Consolidated Grocers 
Corporation 


867,492 Shares 
Common Stock, Par $1.33 1/3 


Ticker Symbol: CGR 











g ee company comprises a consoli- 
dation old en- 
gaged principally in the wholesale grocery 
business, the processing of 
fruits and vegetables. The names of the 


of several concerns 


including 


organizations, long familiar in food mar- 
keting circles, which compose Consoli- 
dated Grocers and are still being retained 
as divisions of the parent company are: 
C. D. Kenny Company, established in 


10 


1870 in Baltimore, now distributing its 
products through 29 warehouses in south- 
ern states; Sprague Warner & Company, 
of Chicago, dating back to a business 
established in 1862; Reid, Murdock & Co., 
of Chicago, which operates numerous 
fruit and vegetable canning plants in 
eastern, middle and_ southern 
states and does business with Hawaii, 
Alaska, Puerto Rico and the Bahamas as 
well as in the United States; Western 
Grocer Company, operating 15 branches, 
largely in the Middle West. and owning 
several subsidiaries; 


western 


Dannemiller Gro- 
cery Company, supplying many retail 
stores from warehouse facilities in Can- 
ton, Ohio. 

The parent company was incorporated 
in Maryland on September 4, 1941, un- 
der the name of South Street Company: 
the present name was adopted in May, 
1945. 

Study of the listing application dis- 
closes wide ramifications of food process- 
ing, packaging under many trade-marks, 
strategic distribution points, dealer rela- 
tionships and other details of a business 
involving dozens of products and a great 
stretch of marketing territory. 

Consolidated income for the fiscal year 
of June 30, 1945, amounted to $67,090,- 
205 from gross sales and net profit of 
$846,657 after $1,917,836 Federal income 
and excess profits taxes. The consolidated 
balance sheet for the same period dis- 
closed $28,314,028 total assets, of which 
$25,017,656 were current assets includ- 
ing an inventory valued at $13,884,323. 
Current liabilities $10,- 
767,924. 


amounted to 


Four Years — Stock 


Market Cycle? 


(continued from page 2) 


for an extensive interval in order to es- 
timate whether these influences have, or 
have not, lost something of their power. 

Hindsight reveals that constructive ele- 
ments with a bearing upon stock market 
prices had become less influential upon 
speculative sentiment by March, 1937. 
Talk of inflation, unsupported by ex- 
travagant demonstrations of inflation in 
either the merchandise or currency struc- 
tures, had become shop-worn through 
repetition. Has a parallel process oc- 
curred this year? 

The record shows that the market ex- 
pectations of further business expansion, 
continuing from the good year of 1936, 
suffered an eclipse in early 1937, reacting 
against stock market prices for most of 
the subsequent 12 months. Is there ground 
for estimating now that business expec- 
tations, despite an excellent record of cor- 
porate earnings on the whole for the first 
half of this year, began to shade off in 
June and July? Statisticians will doubt- 
less find much material for analysis in 
current trade and business reports; and 
it will be upon findings arrived at through 
analyses that price expectations of the 
later 1946 months can be molded. 


Has Difficulty Evaluating OPA 


Admittedly, the early future of securi- 
ties price movements has been made ob- 
scure by a blending of constructive and 
obstructive influences. The market still 
finds it difficult to estimate the effect of 
a revived OPA on the volume of manu- 
facturing and sales; as an offset, a rise 
of dividend payments among numerous 
corporations outlines the possibility of an 
increased yield on many equities. 

Still cramped production on the part 
of certain corporations suggests restricted 
earnings for them. At the same time other 
classes of corporations are not only pro- 
ducing goods on a substantial basis but 
finding a profitable market for them, de- 
spite price ceilings. Transportation com- 
panies are viewed cautiously by a great 
many investors, yet it is calculated that 
a moderate rise 
would make the 
able even in the 


of transportation rates 
field reasonably profit- 
face of enlarged costs. 

Parallels of price movements over pe- 
riods of time are worth examining; their 
usefulness exists in the invitation they 
offer for close research of elements which 
always affect prices, carrying on from the 
point where a price parallel ends. 
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MOST CONCERNS 


WITH 


HILE dividend payments continued 

at a moderate rate during the war, 
with the total distributed on common 
stocks listed on the New York Stock Ex- 
change never matching the 1941 figure, 
corporations added substantially to their 
accumulated savings over this period, it is 
revealed by a study of the Securities and 
Exchange Commission. Combined figures 
for 1278 companies having securities 
listed upon an exchange show that cur- 
rent assets grew from $26,508,000,000 
at the end of 1941 to $37,526,000,000 at 
the close of last year. Meanwhile current 
liabilities of these same companies gained 
from $11,801,000,000 to $14,525,000,000 
resulting in a growth of net working cap- 
ital from $14,707,000,000 to $23,001,- 
000,000. 

Combined with the extremely conserva- 
tive financial practices of many compa- 
nies, it is apparent that business as a 
whole emerged from the war in a far 
stronger financial position than at any 
time during the depression of the 1930s. 

The main addition to current assets of 
these companies was in holdings of Gov- 
ernment securities, which increased from 
$819,000,000 in 1941 to $6,073,000,000 
by the end of last year. Nor was this in- 
crease at the expense of other securities 
holdings, which decreased only slightly 
in amount. Cash on hand and in the 
banks grew from $6,148,000,000 to 
$7,972,000,000. 


Slight Inventory Gain 


A swollen inventory position, a devel- 
opment often associated with late stages 
of an inflationary period, is not revealed 
by the figures. Inventories were valued 
at $11,267,000,000 as of last December, 
against $10,060,000,000 at the end of 
1941. 

Besides providing reassurance as to fi- 
nancial position, the figures raise the 
point of whether there may be. in the 
higher value of net current assets. a mea- 
sure of support for stock prices which 





Payline of in. 
dustrial workers. Dis- 
bursements by private industry rose 
in June to an all time high for peacetime 





has not existed heretofore. The discus- 
sion is tied down to specific cases in the 
table on the following page, which pre- 
sents the net current assets and net cur- 
rent asset value per share of some typical 
companies listed on the Stock Exchange. 
Value of net current assets per share 
is a useful figure, as it usually is taken 
as a rough index of liquidating value. 
All but two of the companies (John 
Morrell & Co. and Wesson Oil & Snow- 
drift Co.) built up their financial posi- 
tion measurably. Net current assets per 


ENTER POST-WAR ERA 
STRENGTHENED WORKING 


CAPITAL 


GALLOWAY 


common share of Sun Oil Co. increased 
from $1.07 to $8.11: G. C. Murphy Co., 
from $3.27 to $16.71: Melville Shoe 
Corp., from $2.12 to $6.71: Owens-IIli- 
nois Glass, from $5.96 to $14.81: and 
American Home Products, from $7.14 to 
$16.14. 

The desire of corporate managements 
to approach post-war markets in a strong 
financial position is readily understand- 
able. There is scarcely a manufacturer 
today who does not hope to invade vast 
new markets with revolutionary types of 
products as he heeds that axiom of twen- 
tieth-century mass techniques, “expand or 
go out of business.” 

Among the foregoing companies, 
Owens-Illinois Glass reports that a major 
program for expanding its facilities for 


CURRENT ASSETS AND LIABILITIES OF 1278 CORPORATIONS 


December, 1941 — December, 1945 
(Millions of dollars) 








CURRENT ASSETS 1941 1945 
Ciena ans Un SN MORRIE ois airs ice c a20:0 oe wore weed Gas oer 6.148 7,972 
Seer, RE SID MUNIN oo arin ocrer ee scone take tsawkeeewns 1.553 3.528 
Other U. S. Government securities. .............ccccscccces 819 6.073 
er MRR BUOIIINOIE 5 ooo noe. 00k 6 so okies sncaoeeiewen 106 344 
Receivables from U. S. Government (a)................005- 503 2.243 
Other notes and accounts receivable....................+... 6.881 4.870 
IN hha ia ia an Isa a en Sai Rakai Bele be aL 10.060 11.267 
CRIN CUMIRUN | REIIINN 5 55 ce ans 02x erste siniesé,e-arww 2 aio npc oti aalecsnecd wie" 138 1.229 

ete WN ig oss hares cancenie 26.508 37.526 
CURRENT LIABILITIES 1941 1945 
Pe ON OR NID into a ialama pth vicege eicels, soe 4a se sige elers 1.603 1.162 
Advances and prepayments, U. S. Government..............- 578 694 
Other trade notes and accounts payable....................- 2.881 4.241 
Federal income taxes accrued (b).............022 eee ceeee 3.780 1.879 
I RI N65 irs as aca ig (aa Ww Aree wine Lamy os gOS Teun 945 92] 
SOR UOTRNNOES GINO ois oc oracic ccoceeee onesie eeisenion's anim 19] 
ae CIE, TION Bios oo eGo ewer ch cusinw sea wanmiesae 2.014 2,437 

Teral Grmeit Timah soo ko siid ie se chin wcicvcewees 11.801 14.525 





(a) Receivables from and payables to U. S. Government do not include amounts arising from 
sub-contracting which are not directly due from or to the U. S. Government. 


(b) A number of companies combined provisions for renegotiation together with provisions 


for income taxes, 








manufacturing glass containers, closures, 
glassware, glass blocks, and related prod- 
ucts is under way. Construction of a 
large new plant to produce “K-Lo” (a 
newly-developed insulating material) has 
been authorized, the company says. It 
significantly adds, “These capital expen- 
ditures will require no new financing.” 
American Home Products reports net 
additions to property. plant and equip- 
ment amounting to $2,076.529 during 
1945, reflecting the beginning of a post- 
war program of expansion and improve- 
ment “which may involve an expenditure 
of $10,000,000 to $15,000,000 within the 


next two or three years.” 
Discount High Earnings 


A great many corporations are trans- 
acting a record volume of business, for 
peacetime, and in some cases net profits 
also are at record heights. However, for 
a rationalization of current levels of se- 
curities prices one has to look further 
than an expected favorable trend of earn- 
Securities prices naturally reflect 
inflation, but to what extent current quo- 
tations reflect bidding up due to infla- 
tionary pressures is unfathomable. 

Some of the quandary may be dis- 
spelled by noting the growth in net cur- 


os 
ings. 


rent assets shown by corporate balance 


GROWTH 


Issue 


American Brake Shoe Co. . 
American Home Products Corp. 
Anchor Hocking Glass Corp. . 
Caterpillar Tractor Co. . 
Endicott Johnson Corp. 
Hazel-Atlas Glass Co. 
Ingersoll-Rand Co . 

Spencer Kellogg & Sons, Ine. . 
S.S. Kresge Co. 

S. H. Kress & Co. 

The Lambert Co. 

Melville Shoe Corp. 

John Morrell & Co. 

G. C. Murphy Co. 

Owens-Illinois Glass Co. 

Sun Oil Co. . 
Sutherland Paper Co. ; 
Timken Roller Bearing Co. . 
Wesson Oil & Snowdrift Co.. Inc. 
Yale & Towne Mfg. Co. . 


* or Capital 





«Price- Karnings Ratios’’— Market Yardstick 


(continued from page 5) 


The ratios of market price to share 
earnings range all the way from 11.9 to 
34.9, with the majority under 20; The 
lower range predominates among the steel 
companies, with the higher values dis- 
tributed among the textile and merchan- 
dising issues, 

It almost seems that in any presenta- 
tion of earnings these days the precaution 
should be taken of pointing out that the 
earnings for the period shown are not 
necessarily representative of the normal 
experience of the company under con- 
sideration. Looking back a year or two 
hence, results in the first half of 1946 
may well appear as the most non-repre- 
sentative in a long time. Yet it was these 
fluctuating that largely  ac- 
counted for the extreme selectivity of the 


earnings 


market this And it appears that 
sharply varying earnings, and selectivity, 
are still to be with the market in the days 
ahead. Therein lies the value of persis- 


year. 


tent study of price-earnings relationships. 

Looking ahead to the second half, sey- 
eral securities analysts recently agreed 
that durable goods industries, which so 
far have lagged, should make substantial 
gains in output now that raw materials 
are coming into better supply and OPA 
price restrictions are largely relaxed. They 
remembered to include “if work stop- 
pages can be avoided.” 

What does stand out, above all else, is 
the rapid and often wide change in earn- 
ings situations in recent years—with few 
signs that any kind of year-in-and-year-out 
stability can be looked for. 





sheets. Investors sometimes are prone to 
turn quickly to the income statement, com- 
pare the latest announced earnings with 
those for the preceding year, and then 
neglect completely the balance sheet—the 
wherewithal that produces the earnings. 
In times when cash is plentiful every- 


IN NET CURRENT ASSETS OF AN EXHIBIT OF LISTED 





where, and most products enjoy a “sell- 
ers” market, the quality of financial 
backing may seem a matter to be rele- 
gated to second place. Foresighted in- 
vestors know better and while still in the 
midst of plenty formulate their plans for 
conditions conceivable in the future. 


COMPANIES — 1941 TO 1945 


———————- 19 41 —— ——— 19 4 § —————__ 
Net Current Net Current 
Common* Assets Per Common* Assets Per 
Net Current Shares Common* Net Current Shares Common* Price 
Assets Outstanding Share. Assets Outstanding Share August 6 
$17,577,274 769,092 $ 9.14 $23,447,805 796.406 $15.58 56 
13,425,469 852,372 7.14 33,104.430 1.103.351 16.14 9914 
7,033,360 715,550 3.74 15,612,938 715.556 7.29 5446 
28,085,181 1,882.240 13.33 52,116.247 1,882.240 27.69 72% 
26,968,918 105.360 39.00 34,976,473 105,360 51.99 86 
12,753,767 134.409 24.12 18.715.448 434,409 37.85 179 
29,414,731 974.130 25.55 35.728.605 1,004,130 30.58 140 
9,363,271 509.213 16.95 16.243.815 611.055 17.28 1614 
34,970.716 5.489.921 5.16 58.857,253 5.489.917 8.86 40 
23,364,478 2.351.674 6.06 26.990,677 2.351,674 11.48 55 
4.572.105 746,371 Stl 5.863.833 746.371 6.52 5456 
11,696.906 927,072 2.12 13.727,045 1,008,099 6.71 56% 
12,544,175 389,700 17.96 18.153,077 400.000 17.74 52 
6,495,387 480,500 3.27 19,950,381 480.500 16.71 42 
24,404,549 2,661,204 5.96 41.727,316 2.661.204 14.81 8314 
36,011.101 2,838,929 1.07 47,936.056 3.434944 8.11 714 
2,456,808 287,000 i i | 4,729.77 287.000 11.25 454% 
25.906.992 2.417.380 9.28 36,046,542 2,421,380 12.02 53 
21,728,524 583.129 6.71 22.194.995 583,129 6.14 40 
10,403,981 486.656 19.32 19.174.081 486,656 27.56 5414 
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NEW YORK CITY 


The decline of the industrial stock aver- 
age (Dow, Jones) from this year’s maximum 
to the trough of the July down-turn was, as 
I figure it, around 8 per cent. This shrink- 
age occurred in about 1%4 months, which 
is a fairly large segment out of a year. 
Taken out of the 4 years of the present mar- 
ket up-swing, 134 months would, however, 
include a comparative period only sufficiently 
long for a reaction in a bull movement to 
occur. Neither the time element nor the 
percentage recession of the average this 
Summer—this is being offered as comment 
on July 25—indicates to chart readers any- 
thing more than such a reaction. If the re- 
treat in 134 months had been twice 8 per 
cent, an element of doubt would enter into 
my charting at least. Ci. 7. ie. 


BROOKLYN, N. Y. 


The stock market has changed its mind 
about the powers of inflation. That is plain 
to be seen in the recent fall of prices. 
The altered speculative atmosphere is, in 
my opinion, all to the good! Maybe now 
the market can start laying practical valu- 
ations upon production. Maybe now people 
who try to make capital gains on stocks will 
pay more attention to real things having to 
do with prices. And this is my feeling—and 
belief—which would not be changed if stock 
prices should sell lower before fall. 

ES; €. 


LOS ANGELES, CALIF. 


Don’t you think that book value is de- 
cidedly passé for the study of common stock 
values, except, perhaps, the shares of banks 
and insurance companies? Back in the de- 
pressed 1930°s. the stocks of many corpora- 


tions declined to points where market prices 
were not infrequently exceeded by quick 
assets alone—sometimes by cash holdings 
alone. Where was book value then? Why. 
distorted away out of perspective. Or turn 
the mirror the other way: it is figured that 
book value of New York Central is around 
$120 a share, while several other railroad 
properties whose shares are currently quoted 
in the 20’s and 30’s possess book value of 
$100 plus per share. Do such ratios offer 
any real basis for forward-looking calcula- 
tions about stock prices? I think not. At 
least I look for more realistic indices as a 


support for price projections. S.'G, 3: 


SPRINGFIELD, MASS. 


Risking the charge of adopting a Polly- 
anna attitude toward the American business 
situation, I rise to ask. have strikes, reported 
Summer absenteeism at factories. shortages 
of finished materials and so on imparted a 
left-handed benefit to industry and trade? 
... The talk of a quick “boom and bust” 
has been squelched. rr. © §. 


AUBURN, N. ¥. 


... The OPA, like Finnegan’s trolley 
car. was “off the tracks and on agin” in a 
fashion to make business confusion con- 
founded. But the looks of such 6-months’ 
corporate earnings as come my way show 
that confusion was not sufficient to prevent 
the majority of company managements from 
making a profit... . oo 


Epiror’s Note: Comment along much the same 
line as the foregoing reached THe EXCHANGE 
from another reader who asked for further in- 
formation about the first half of 19146 among 
companies listed on the New York Stock Ex- 
change. A number of reports of semi-annual 
results are presented on page 3 of this issue. 


Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


RICHMOND, VA. 


A sensible article in your most recent is- 
sue—who doesn’t want plain horse-sense 
writing about stocks this Summer?—pointed 
discussion of the stock market on toward 
what might be called a “smash” conclusion. 
(The term is from theater lingo, without 
any innuendo toward stock prices.) Mr. 
Gingold, evidently an old China hand in 
market analysis, looked toward ultimate 
over-production of merchandise as an ele- 
ment to color investor thought and plans 
right now! Perhaps such caution is needed, 
although over-production seems quite a dis- 
tance off. In my way of thinking. too pes- 
simistic an outlook might result in an ultra- 
cautious investor in equities abandoning a 
dividend prospect which is considerably 
brighter than when excess profits taxes were 
eating heavily into profits. i ae ie 


DAYTON, OHIO 


(propos comment on the uncertainties of 
equity fluctuations my experience with - 
Canadian exchange imparts something like 
content to my few steel and rail holdings. 
Up in Canada for a July vacation, and im- 
pressed by getting $11 Canadian for every 
$10 of United States currency, the jolt when 
the premium went off over night seemed 
sharper than any brisk reaction in stocks. 
Thusly—the $700 of American cash and 
travelers’ checks in my pockets became just 
§700 Canadian in a flash, taking away $70 
or thereabouts which I had counted upon. 
Question: did I Jose anything, or merely 
fail to get something for nothing? Youll 
say this is a debatable point, of course. So 
is a profit a person fails to take in stocks 
because of a quick fluctuation the wrong 
way and all educational, too! 

Just thought you editors might like to 
ponder this dilemma. O. M. 





Mind If We Explode a Few Fallacies? 


Do you think the New York Stock Exchange 


buys and sells securities? 


A recent poll of public opinion which we 
conducted showed that a surprisingly large 
minority does have this mistaken idea. The 
fact is—while some individual members of 
this Exchange buy and sell securities for 
their own account, the New York Stock 
Exchange itself does not buy or sell anything. 
It is merely a public market place . . . where 
buying and selling orders from all over the 
country meet. 


Do you think the New York Stock Exchange 


makes a profit if you lose on a transaction? 


This Exchange neither makes money if you 


lose on a transaction, nor loses money if you 
profit on a transaction! This institution is 
nothing more nor less than an association of 
member brokers. It derives its revenues 
from various fees and service charges, paid 
mainly by its members and by the com- 
panies whose securities are on this Exchange. 


Do you think that the New York Stock 


Exchange sets the selling prices of securities? 


This also is a mistaken idea. Security prices 
reflect the continuing appraisal of millions 
of investors—each judging in the light of 
his own needs, knowledge and opinion. Prices 
are established through open bids by buyers 
and open offers by sellers, then are promptly 
published for all the world to see. 


New York STOCK EXCHANGE 


It is the established policy of 
this Exchange to encourage, 
in every way possible, the 
principles of informed invest- 
ment. When a company lists 
its securities in this market 
place, it agrees to report, regu- 
larly, facts necessary to a 
reasoned investment decision. 
These facts are available to 
the investor—there is no need 
to rely on tips, rumors, im- 
pulses. We urge that you make 
facts your guide when using 
the facilities we provide. 
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